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Overview

The government’s new ‘Patent Box’ regime – designed to 

encourage innovative businesses in the UK – came into force 

from 1 April 2013. It will allow companies to apply a 10% 

corporation tax rate to worldwide profits generated from the 

exploitation of patents granted in the UK or Europe. This could 

mean a substantial cash saving for eligible businesses, 

potentially freeing up substantial sums for funding future 

growth and development.

The relief will be phased in over five years, but preparing now is 

important to make sure you benefit from the maximum relief as 

soon as possible. By 2017/18 you could be paying tax on 

qualifying profits at approximately half your current rate.

What types of profits qualify?
It doesn’t matter what sector you operate in. The 10% rate will 

be applicable to profits relating to worldwide sales of patented 

products or items incorporating a patented product, as well as 

to sales of products made using a patented process. Royalties 

generated by licensing patents, income from the sales of patents 

themselves and infringement compensation are also covered.

Both new and existing patents are included. Even better, profits 

generated before a patent is granted may also be eligible for up 

to six years in the period from application to grant. This means 

in the year the patent is granted, your company could benefit 

from a windfall corporation tax repayment.

Got a patent? Claim your 10% tax rate

Other qualifying requirements
To claim the 10% tax rate, your company must either own the 

patent or be a licensee with exclusivity in at least one country. 

The company must have made a significant contribution to the 

creation or development of the invention claimed or a product 

incorporating the patented item. There are special provisions for 

group companies.

Benefiting from the new regime
Calculating qualifying profits won’t necessarily be 

straightforward. The government has tried to keep things 

relatively simple by proposing a formulaic approach. 

Nevertheless, a more precise basis is permitted (and in some 

cases required), so companies will need to assess the right 

approach for their circumstances. Individuals owning patents 

should seek early advice as the Patent Box regime may yield 

further benefits beyond 10% taxation.

What should I do now?
Gather the information you need as soon as possible.

1. List all qualifying patents and any products in which patents 

may be embedded.

2. List all patents where approval is pending. Profits on these 

patents will need to be separately ring-fenced for up to six 

years.

3. List all licences that grant exclusive territorial rights.

4. List the group companies that own each of the above.

5. Assess whether your accounting systems record or can record 

income and expenses down to individual patent level.

6. Can you identify all costs relating to marketing assets (such as 

brands and profile) for the year, and research and 

development expenditure for the previous four years? These 

are used to calculate reductions from patent box income.

If your business makes profits from patents, you could benefit from a significantly reduced corporation 
tax rate – but you need to act now. 

“ The relief will be phased in over five 
years, but preparing now is important to 
make sure you benefit from the 
maximum relief as soon as possible.”
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Help is at hand
There are inevitable complexities in the Patent Box regime and 

hurdles to overcome. Please get in touch for advice on how your 

company could benefit from the 10% rate and how to go about 

claiming it. By taking action now your business could benefit 

from a substantial cash boost starting and potentially increasing 

over the next five years.
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